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Abstract 
This report contains a summary and the presentations of the expert workshop “Commodity Market Development in 
Europe—Outlook”, held in October 2014 in Brussels. The workshop was held in order to present and discuss the 
preliminary results of the DG AGRI outlook on EU agricultural market developments. The workshop gathered high-level 
policy makers, modelling and market experts and provided a forum to present and discuss recent and projected 
developments on the EU agricultural and commodity markets, to outline the reasons behind observed and prospective 
developments, and to draw conclusions on the short-/medium-term perspectives of European agricultural markets in the 
context of world market developments. Special focus was given to the discussion of the influence of different 
settings/assumptions (regarding, for example, drivers of demand and supply, macroeconomic uncertainties, etc.) on the 
projected market developments. 
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Workshop background 
This report contains a summary of the discussions and the presentations at the 
“Commodity Market Development in Europe—Outlook” workshop, jointly organised by the 
European Commission's Joint Research Centre (JRC), Institute for Prospective and 
Technological Studies (IPTS) and the Directorate General for Agriculture and Rural 
Development (DG AGRI). The workshop took place in Brussels on 21–22 October 2014 and 
is part of the series of workshops on commodity market modelling and development, held 
annually since 2006.1  
The annual workshops are envisaged, as part of a validation procedure, to present and 
discuss the preliminary results of the Directorate General for Agriculture and Rural 
Development’s 10-year projections on EU agricultural market developments. The 2014 
workshop gathered high-level policy makers, modelling and market experts from the EU, 
the US, New Zealand and international organisations such as the Food and Agriculture 
Organization of the United Nations (FAO), the Organisation for Economic Co-operation and 
Development (OECD) and the World Bank. It provided a forum to present and discuss recent 
and projected developments in the EU agricultural and commodity markets, to outline the 
reasons behind them and to draw conclusions on the short-/medium-term prospects for 
European agricultural markets in the global context. Special focus was given to discussion 
on the sensitivity of the projections to different settings/assumptions (regarding, among 
others, uncertainties concerning macroeconomic or climatic conditions, specific policies, 
different drivers of demand and supply, etc.). 
Suggestions and comments made during the course of the workshop have been taken into 
account to improve the final version of the outlook. Hence, for reference to the Directorate 
General for Agriculture and Rural Development baseline projections, refer to the final 
report: 
“Prospects for Agricultural Markets and Income in the EU 2014–2024” 
http://ec.europa.eu/agriculture/markets-and-prices/medium-term-outlook  
  
                                              
1 The proceedings of the respective workshops are listed below and can be downloaded from the JRC-IPTS website 
(http://ipts.jrc.ec.europa.eu/publications/):  
 Bartova, L., R. M'barek (eds) (2008): Commodity Modelling in an Enlarged Europe. November 2006 Workshop 
Proceedings. AGMEMOD Report V. JRC Scientific and Technical Reports, European Commission. EUR 22940 EN/5 
 Bartova, L., S.H. Gay, R. M'barek (eds) (2008): Commodity Market Development in Europe—Outlook. November 2007 
Workshop Proceedings. JRC Technical Notes, European Commission. EUR 23377EN 
 Fellmann, T., R. M'barek, S.H. Gay (2009): Commodity Market Development in Europe—Outlook. November 2008 
Workshop Proceedings. JRC Technical Notes, European Commission. JRC 51276 
 Fellmann, T., B. Van Doorslaer, R. M'barek, S.H. Gay (eds) (2010): Commodity Market Development in Europe—Outlook. 
November 2009 Workshop Proceedings. JRC Technical Notes, European Commission, JRC 60425 
 Fellmann, T., R. M'barek, S.H. Gay (2011): Commodity Market Development in Europe—Outlook. October 2010 Workshop 
Proceedings. JRC Scientific and Technical Reports, European Commission. JRC 65170 
 Fellmann, T., S. Hélaine (2011): Commodity Market Development in Europe—Outlook. October 2011 Workshop 
Proceedings. JRC Scientific and Technical Reports, European Commission. JRC 67918 
 Fellmann, T., S. Hélaine (2012): Commodity Market Development in Europe—Outlook. October 2012 Workshop 
Proceedings. JRC Scientific and Policy Reports, European Commission. JRC 76028 
 Fellmann, T., F. Santini (2014): Commodity Market Development in Europe—Outlook. October 2013 Workshop 
Proceedings. JRC Scientific and Policy Reports, European Commission. JRC 85607 
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1 Background of the EU outlook and scenario setting for the 
uncertainty analysis 
The workshop started with presentations on the policy and the different steps leading to 
the publication of the Directorate General for Agriculture and Rural Development’s 
prospects for agricultural markets and income in the EU. 
Tassos Haniotis (DG AGRI) emphasised the importance of the outlook exercise, in particular 
the annual definition of a baseline and the use of scenarios in answering policy questions. 
Haniotis highlighted three issues that are particularly important for Europe's agricultural 
sector in the near future: the evolution of agricultural crop prices; the effects of the 
implementation of the new policy reform; and the trade-related issues. The recent fall in 
the main arable crop prices and energy prices raises questions on the possible duration and 
magnitude of this price decrease. The latest Common Agricultural Policy (CAP) reform will 
imply a redistribution of income support, within and also between Member States. In 
addition, the CAP has moved more towards greening and the provision of environmental 
public goods. 
Another challenge is to assess the real impact, depending on its actual duration, of the 
import ban imposed by Russia. It is still unclear how the geostrategic changes in the region 
will affect agriculture in Europe. Furthermore, the EU is involved in several bilateral trade-
related discussions and their impact is yet to be quantified. 
Pierluigi Londero (DG AGRI) complemented the picture with a description of the 
assumptions on the policy directly affecting agriculture and on how the economy outside 
agriculture will look in the next period. As it is not yet clear how the Member States will 
implement the latest CAP reform, some assumptions were made for the outlook projections 
concerning voluntary coupled support and the greening measures (i.e. the share of 
permanent pasture was kept constant and a limited effect on the production of ecological 
focus areas (EFAs) and crop diversification at EU aggregated level was assumed). In 
addition to the CAP, assumptions were made regarding the trade agreements with Ukraine 
(only concessions were included) and Canada (not included in the model). Furthermore, it is 
assumed that the Russian import ban will be effective for only 1 year. 
Jacques Delincé (JRC-IPTS) presented the iterative process of the outlook, whereby two 
Directorates General of the European Commission (Directorate General Agriculture and 
Rural Development and the JRC) cooperate closely, starting with the first draft of the 
baseline, based on the OECD–FAO Agricultural Outlook for the same year, and finishing with 
different types of outcomes: scientific outputs (such as proceedings, reports, calibrations of 
other models, etc.) and outputs of policy relevance such as the Directorate General 
Agriculture and Rural Development annual report “Prospects for Agricultural Markets and 
Income in the EU”. Delincé also clarified that the baseline cannot (and should not) be seen 
as a prediction. Comparing ex post the different baselines from different years of release, 
one can see that there is considerable variability between the past projection and what the 
reality was. On the contrary, in terms of the longer term trend, successive baselines can be 
relatively consistent, although in some cases some key development had not (or only 
insufficiently) been anticipated. This is consistent with the fact that the baseline can be 
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defined as a unique solution under a determined macro-economic environment, normal 
weather conditions and no safety/animal disease disruptions. To demonstrate the 
importance of some particular uncertainties comprising the agricultural outlook projections, 
three alternative deterministic (i.e. with only one solution) scenarios were tested in addition 
to this year's reference baseline: 
 lower economic growth in Russia; 
 lower energy prices in the US and Canada related to the shale gas boom; and 
 different yield patterns following the El Niño–La Niña climatic event. 
Furthermore, to capture the effects of variability in the macro-economic environment and 
yield pattern, partial stochastic analysis is used based on the methodology described in 
Burrell and Nii-Naate (2013)2. The results of the partial stochastic analysis (comprising 600 
solutions) can be used in two ways in the policy analysis: (1) by looking at the range of 
variability (e.g. between the 10th and 90th percentiles) expressed as a percentage of the 
baseline value; and (2) by looking at a particular subset (i.e. only those solutions for which 
one or several variables are contained within determined boundaries). During the workshop, 
the range of variability was presented for several commodities. In addition, the analysis 
relating to the following two subsets was presented: lower EU sugar prices (see Section 
6.1); and a lower milk price (see Section 3.1). 
  
                                              
2 Burrell, A., Z. Nii-Naate (2013): Partial stochastic analysis with the European Commission’s version of the AGLINK-
COSIMO model. JRC Reference Reports, European Commission. Available online: http://ftp.jrc.es/EURdoc/JRC76019.pdf  
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2 Macroeconomic and energy context: Back to growth … at 
least for the oil price 
Macroeconomic variables such as economic growth rate, exchange rate, inflation and 
energy prices are important elements of the assumptions underlying the baseline. Among 
these assumptions, the developments in the energy markets, such as the recent decrease in 
oil prices and the shale gas boom, have a significant impact on future agricultural 
production and prices. In addition to these developments, the current geopolitical changes 
and decline in the Russian economy have to be taken into account in the analysis. As a 
result, this section starts by presenting the macroeconomic assumptions used in the Aglink–
Cosimo model. 
2.1 Main macroeconomic and energy assumptions of the baseline 
The main economic assumptions regarding annual growth in gross domestic product (GDP), 
exchange rate, population growth, inflation and Brent crude oil price were adapted from the 
IHS Global Insight projections released in October 2014. In the short term, the forecast US 
dollar/euro exchange rate is showing a weaker euro with respect to the US dollar than was 
forecast last year, at least for the initial years of the projected period. In the EU-15 the 
growth rate is assumed to revert to 2 %, while the EU-N13 countries will have a higher 
growth rate, despite the still-present effects of the double-dip recession. An evaluation of 
the last 3 years of the International Monetary Fund’s (IMF’s) projections for the Eurozone 
shows that the level of the crisis was continually underestimated—see the comparisons of 
the autumn and spring revisions of the growth in GDP in Figure 1. 
Figure 1: IMF projections for GDP growth in the Eurozone 
 
Source: Presentation of Pierluigi Londero (DG AGRI) 
Concerning, the energy price, comparison of different oil price projections (OECD–FAO, IHS 
and the US Energy Information Administration (EIA)) shows a certain consensus on a 
medium-term increasing trend in the oil price, after some years with lower oil prices. 
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However, by 2024 the range between the highest and lowest projection reaches 
USD 15/barrel. 
2.2 Presentations on macroeconomic issues 
Elisabeth Waelbroeck-Rocha (IHS Global Insight) presented the IHS macroeconomic 
estimates. In the global economy, there are many uncertainties and risks to take into 
account in a forecasting exercise. The main four sources of risks are: a potential setback for 
China owing to the real estate bubble bursting; another possible setback in the Eurozone 
(deflation being the biggest risk); the development of energy prices; and the US’s recovery 
stalling (more cautious spending in the private sector). 
While the EU economy is picking up at a rate lower than expected, the US economy is 
showing brighter signs of recovery. In the next period, the former key emerging markets (i.e. 
Brazil, Russia, India and China (BRIC)) will perform less well, while South East Asian and 
sub-Saharan African countries will now lead the growth in world GDP. In the previous 
period, many emerging countries were left to grow without foreign investment, and owing 
to lack of reforms in many of them this situation might continue. The prices for industrial 
materials (chemicals and non-ferrous metals) have stagnated, which will help the growth in 
world GDP. 
The euro is likely to continue to depreciate against the US dollar until 2016, when it might 
start appreciating again. Within the Eurozone, countries such as Spain and Italy should see 
the highest economic growth. 
There are several risks that could affect the current projections: turmoil in the Middle East, 
China’s rising debt, the Ukraine crisis, geopolitics, central banks’ “exit strategies”, etc. 
The crisis between Russia and Ukraine influences the growth perspectives in emerging 
European countries. Russia’s real GDP will decline in 2014, with a lower projected growth in 
2015. Even before the Russia–Ukraine crisis, the Russian economy was declining in the 
absence of private investors owing to a lack of market reforms and weak domestic 
demand. In addition, the strong depreciation in the rouble has resulted in additional 
inflation. Overall, unfavourable demographics, outmoded manufacturing capacity and an 
overburdened infrastructure will limit the medium- and long-term growth of the Russian 
economy.  
Fabien Santini (JRC-IPTS) presented the results of a what-if scenario (a temporary 
recession for the next 2–3 years and a depreciation in the rouble) combining the results of 
two models, a macroeconomic one (Global Link of IHS Global Insight) and an agricultural 
partial equilibrium one (Aglink–Cosimo). 
Owing to the relative unresponsiveness of Russia’s economy to the world market, except for 
energy, the impact of the recession in Russia on the economy of the rest of the world will 
be limited, with the EU-N13 being the most affected zone. 
Concerning agricultural markets, the main impact will be seen in the decrease in Russian 
domestic consumption, due to the decrease in its GDP and reduced net imports. The impact 
on world agricultural prices will, however, remain very low, below 1 %, with the greatest 
impact being on the cheese and wheat markets. EU exports to Russia are decreasing, but 
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part of the direct impact is offset by increased world consumption. In the case of cheese, 
for example, despite the fact that the EU is a major processor of cheese and exporter to 
Russia, the total impact on EU exports of an economic slowdown in Russia is not 
significantly greater than that for other large cheese exporters, such as New Zealand, the 
US or Argentina. 
Using stochastic analysis, the possible effect of an increase in oil price was quantified in 
the light of the economic slowdown in Russia. It showed clearly that the impacts of any 
change in energy prices are far larger than those of a simple economic slowdown in Russia. 
In conclusion, Russia’s economic relative isolation (except for energy) explains the fact that 
the impact of changes in the Russian markets, other than those related to energy, might 
not result in the longer term in strong effects on agricultural commodity markets. This 
might not be the case, however, in the event of a sudden and complete disruption of trade, 
such as was the case in August 2014 with the ban on agri-food trade. 
Some concerns were raised in the discussion about China’s debt, the sustainability of the 
real estate boom and its effect on the rest of the world. Experts explained that domestic 
debt is mostly due to increases in lending on the shadow lending market, which is not 
controlled by the Bank of China. 
The slowdown in the Russian economy was seen to be more related to the lack of foreign 
investment and lack of structural reform than to the world economic crisis. Uncertainties in 
all sectors will prevent investors from returning to Russia. The scenario presented does not 
provide the answer to the question of whether or not exporters will go back to the Russian 
market after things improve. Some of the experts agree that companies will be cautious 
before returning and rebuilding the confidence will take some years. Russia is an important 
importer of goods, and its domestic production can produce very few substitutes for 
imported goods, hence the small reduction in imports despite the decrease in the growth in 
GDP. 
2.3 Presentations on energy-related issues 
Elisabeth Waelbroeck-Rocha (IHS Global Insight) also commented on the oil price projection 
of her institution. The oil price is likely to increase to meet the growing energy demand, 
while new sources of supply are yet to be discovered. At the same time, the cost of oil 
exploration has gone up and margins have gone down. If energy prices remain high, then 
there might be a greater chance of deflation. 
Stephen George (KBC Advanced Technologies) presented the view of KBC on the outlook for 
crude oil. In recent months, the oil market has registered a decrease in price, down to 
USD 86/barrel, owing to oversupply (increase in US production of light tight oil (LTO) and 
return of Libya to the export market). Saudi Arabia announced recently that supply will be 
maintained even if the price falls to USD 80/barrel, but the result of this autumn 
Organization of the Petroleum Exporting Countries (OPEC) meeting could, on the contrary, 
drive the oil price upwards. 
KBC’s medium-term outlook is very similar to the EU preliminary baseline assumptions for 
the price of crude oil, except for the final years of the projection period where KBC sees a 
lower increase in oil price compared with IHS (see Figure 2). It is expected that the oil price 
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will return to values above USD 100/barrel. The medium-term factors driving the oil 
markets are: the production of US LTO; the return of major exporters such as Libya, Iran, 
Iraq and Nigeria; the increase in the global demand for crude oil; and the role and stance of 
OPEC. In the short run, the global demand for crude oil is expected to rise owing to the low 
prices, but after 2020 a steady decline in world demand is expected as a result of a 
possible economic slowdown in the Chinese and other emerging economies. The demand 
for oil in the developed countries will decline as new fuel-efficient transport technologies 
gain importance. 
Figure 2: KBC and DG AGRI estimates of crude oil price for the medium-term outlook 
 
Source: Presentation of Stephen George (KBC Advanced Technologies) 
The OPEC supply of oil has been constant since 2009, despite the regional geopolitical 
crisis. After the forthcoming OPEC meeting, KBC expects OPEC to reduce its production with 
the aim of sustaining the oil price above USD 100 /barrel. In the absence of such a cut in 
supply, the oil price is likely to drift downwards to USD 80/barrel, which would challenge the 
viability of higher marginal cost oil (e.g. Canada, Angola, North Sea). 
John Baffes (The World Bank) presented the recent developments in commodity markets. 
Price indices for agriculture, metals and energy have recently declined. However, all price 
indices still remain higher than their historical levels. Although linked with energy prices, 
fertiliser prices have declined much more since early 2012. In the short term (the past 
months), however, price index development shows that all commodity markets have been 
characterised by a remarkable stability in prices. 
Agricultural markets have, in general, experienced price volatility. Since 1998 and until the 
financial crisis (2008), they were stable. During the period 2008–2009, they experienced 
excess price volatility, which stabilised afterwards, with price levels declining in all sectors. 
Energy is an important input to agriculture. Although natural gas prices were following 
crude oil prices until 2010, they have now joined the coal price. The recent gap between the 
West Texas Intermediate (WTI) and Brent oil prices is expected to close. On the supply side, 
the US brought more oil into the market to compensate the reduction in supply from the 
Middle East and North Africa (MENA) producers. On the demand side of oil, demand in 
OECD countries has been constant in the past, with some seasonal fluctuation; however, 
their consumption was five times that of non-OECD countries. Furthermore, the increase in 
demand from non-OECD countries might lead to an increase in the price of oil. 
Baseline assumptions on key macroeconomic variable, 2009-2024
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Crude oil price (USD per barrel Brent) 62 79 111 112 109 106 104 103 106 108 112 117 124 130 137 145
KBC Price Forecast, October 2014 62 79 111 112 109 105 105 107 109 111 113 115 118 121 124 127
Sources: DG AGRI estimates based on the European Commission macroeconomic forecasts and IHS Global Insight.
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In conclusion, lower energy prices will relieve the pressure on agriculture. However, it is still 
uncertain how the oil price will develop. 
Ignacio Pérez Domínguez (JRC-IPTS) presented an analysis of the potential consequences of 
the development of new shale gas sources on agricultural markets. Energy prices have both 
a direct and an indirect effect on agriculture. The indirect effect is in particular through the 
impact of low natural gas prices on the fertiliser market. US natural gas prices are currently 
40 % lower than those in the EU, but it is unclear for how long this gap will continue to be 
that wide. Different sources predict that the effect could persist for the next 10 years. 
Using the Aglink–Cosimo model, a simulation was performed to capture in the medium 
term the effect of a reduction of 5 % in the oil price and of 20 % in the fertiliser price in 
the US and Canada on agricultural commodity prices and on those countries’ agricultural 
competitiveness. 
The cost of production of three commodities (maize, soybeans and sugar beet) resulting 
from this scenario was compared with the baseline. The largest decrease in the cost of 
production is observed in the case of maize, which has the most energy-intensive 
production system. Among the three crops, sugar beet will see the largest drop in prices. 
In terms of net trade changes in coarse grains, the EU is slightly affected by the increased 
competitiveness of US maize production, while Canada will be more affected owing to the 
neighbouring effect. In the case of the oilseeds trade, the US will reduce its world exports 
of soybeans, but the EU will not be much affected and will find alternative sources. 
The discussion showed that there are still uncertainties in the oil market. New technologies 
are being developed to improve efficiency and thus cost margins; however, there is a risk of 
overestimating the availability of oil. 
In the case of fertilisers and their link to natural gas prices, participants asked why the 
price of nitrogenous fertiliser remains high in the EU. The experts remarked that there is a 
delay of at least 2–3 years until the US production of fertiliser increases significantly 
enough for the US to become a net exporter (if this ever happens) and thus a decline in the 
nitrogen fertiliser price can be observed. The EU is a price taker on the fertiliser market, so 
the impact of lower US natural gas prices will not be seen in the next few years. 
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3 Milk and dairy markets: The white gold? 
The Directorate General for Agriculture and Rural Development preliminary baseline for 
milk and dairy products was presented and discussed during this session. The impact of 
uncertainties based on a subset of lower EU domestic milk price scenario was also 
presented. Furthermore, some specific reflections on the EU and world markets were 
presented and discussed. 
Experts were asked a question: “After the end of the Russian import ban, do you think EU 
dairy exports to Russia will return to their previous levels?”. The responses are summarised 
in the table below: 
YES NO 
28 
67 % 
14 
33 % 
3.1 Prospects and uncertainty analysis for dairy markets in the EU 
2014–2024 
Sophie Hélaine (DG AGRI) presented the prospects for the dairy market in the medium term. 
Owing to dynamic world demand and a steadily growing domestic demand, the projections 
show a favourable outlook for the dairy market. Currently, however, world trade is affected 
by the Russian import ban, which is modelled for 1 year. 
In the medium term, the EU production of milk is expected to increase. The additional milk 
produced will principally be used in cheese and powder production. In the next decade, 
however, the world trade in dairy products will show a lower annual growth than in the 
previous decade, thus limiting the potential for greater growth in supply in the EU. 
In the EU, milk production is expected to increase at a rate of 0.6 % per year, on average, 
after quotas are removed in April 2015. There has already been a very large increase in 
deliveries in the last couple of years before quota abolition. In 2016, a decrease in 
production is anticipated, following the price decrease in 2015. Compared with the other 
milk producers in the world, the EU-28 has the lowest annual growth in the medium term 
(expect for Russia, whose domestic production will increase slowly). Among the producers, 
India might become an important player on the world market. 
The outlook shows an increase with respect to exports of cheese. Most of the fresh dairy 
products will be kept for domestic consumption. Although on the butter world market the 
EU is still not competitive, it is an important exporter of whey, with China as the main 
importer. Furthermore, the EU retains a high market share of world cheese exports. An 
optimistic projection for whole milk powder (WMP) and skimmed milk powder (SMP) is also 
envisaged. 
With respect to domestic consumption, an increase in per capita consumption of cheese is 
expected mainly in the EU-N13. A decrease in the consumption of fresh dairy products (e.g. 
yoghurt) is projected for the EU-15. In addition, over the medium term, prices are expected 
to remain firm at around EUR 350/t until 2024. 
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In conclusion, market prospects are favourable for the EU dairy sector. 
Using stochastic analysis, Thomas Fellmann (JRC-IPTS) presented some of the uncertainties 
related to the baseline projections for the milk and dairy markets. The subset focused on a 
situation in which the EU milk price is about 10 % (about 4 cents/kg) lower than in the 
baseline situation. The lower EU milk price corresponds to a situation in which EU milk 
production is about 1 % (–1.8 Mt) lower than in the baseline. This subset comprises lower 
feed costs and other input prices (e.g. lower oil prices), which implies that the gross margins 
are decreasing by less than 10 %. An appreciated euro and lower growth in world GDP were 
identified as major causes leading to reduced EU milk and dairy prices in the analysed 
subset. The appreciation of the euro, in particular, leads to reduced dairy exports from the 
EU (e.g. –1.2 % for cheese). However, total world exports are increasing, especially as a 
result of increased production and exports in Australia and New Zealand. The world price 
for dairy products would be lower by about only 3 %. 
3.2 Presentations and discussion on the outlook for dairy markets  
Mirko Wätjen (DMK Market Intelligence) presented the DMK view on the EU dairy market. An 
increase in world population and urbanisation implies an increase in the demand for milk. In 
addition, the middle class share of the world population is expected to double by 2050. For 
these reasons, DMK is even more positive than the European Commission’s draft baseline 
concerning the development of world and EU milk and dairy markets. 
While the developed countries’ consumption per capita will stagnate, the developing 
countries in Asia and Africa are expected to increase their consumption per capita. 
Moreover, in 2015, the BRIC countries are expected to have the largest increase in food 
markets. Despite the Russian ban, in 2015 Russia might have a strong increase in its food 
market compared with that in 2010. 
In the EU market, the increase in milk production started before the abolition of milk 
quotas. Since 2008, EU exports of dairy products have increased, with the highest increase 
in SMP exports owing to good product availability and a competitive price level. Ultra-high 
temperature-treated (UHT) milk exports increased further in 2014 compared with 2013, 
China being the main importer. The demand for import of dairy products in China has 
grown continuously since 2009, with WMP having the stronger increase in demand. 
On a world level there are few main dairy regions with a surplus, too few to feed the world. 
In Germany, over the next decade dairy farmers expect to grow their output to over one 
billion kilogrammes of raw milk. 
In the next decade, DMK expects more milk price volatility and an increase in the supply of 
milk production from EU countries with good dairy infrastructure, such as Germany, the 
Netherlands and Ireland. In addition, higher yields per cow and per hectare are expected. To 
meet the growing demand, greater investments will be made in powder and cheese 
production. 
Francis Reid (Fonterra) also provided feedback on the DG AGRI baseline for dairy markets 
and explained that he was also expecting greater growth in milk production; investments in 
industry and farms support this evidence. The world consumption of milk and dairy 
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products is expected to rise by 36 % over the next decade to in excess of 710 million 
tonnes on a liquid milk equivalent basis. 
New Zealand’s production is constrained by land availability and environmental factors. As 
a result, the elasticity of its milk supply is low. On average, New Zealand produces only 2–
3 % of the world’s milk. However, New Zealand is a major dairy exporter, albeit France and 
Germany each produce more than New Zealand. 
Significant investment in high-quality powder, ingredients and food service manufacturing 
assets underpins Fonterra's strategy to optimise its New Zealand milk business to meet the 
growing demand for dairy nutrition globally. 
WMP prices have been characterised by extreme volatility. China’s excess WMP inventories, 
high milk production in the EU, the US and New Zealand, and the Russian import ban will be 
the main drivers for the WMP price in the near future. While Chinese demand maintained 
high international milk prices until the second quarter of 2014, when they started to 
decline, there still a large gap between China’s domestic production and consumption. 
In the past, agricultural policy (e.g. CAP reform, US energy policy) had an important impact 
on long-run dairy prices. In addition, milk and cheese continue to face high tariffs in most 
markets, including emerging markets with high growth potential. 
In conclusion, the long-term dynamics for dairy markets are positive; however, current 
market conditions are challenging. 
At the end of the session, the discussion concentrated on the EU and world milk production 
after the abolition of the quota. The growth in milk production will differ among the EU 
regions. Furthermore, environmental constraints will play a role in production decisions, as 
they will limit the increase in the number of cows in certain regions. 
In the case of China, the experts believe that the switch from small to large farms will not 
be enough to meet the growing domestic demand. As a result, China will still be depending 
upon imports. 
A decline in demand for fresh dairy products is expected in many regions. For this reason, 
exports of powder milk are increasing. In New Zealand, where production systems are 
pasture based, milk production is very low during winter. As feed imports are very 
expensive, there will not be a switch from pasture-based to feed-based production in New 
Zealand. 
The main conclusion of the panellists was that Directorate General for Agriculture and Rural 
Development might have under-projected the increase in milk production. 
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4 Meat markets: A whiter meat mix in the EU 
This session was dedicated to the discussion of the preliminary baseline results for meat 
markets. Furthermore, some specific reflections on the beef world market and EU pork and 
poultry markets were presented and discussed. 
Experts were asked a question: “Do you think there will be more vegetarians and 
flexitarians in the EU, leading to a reduction in EU meat consumption by 2024?”. The 
responses are summarised in the table below: 
YES NO 
32 
65 % 
17 
35 % 
4.1 Prospects for the meat sector in the EU 2014–2024 
The medium-term outlook for the EU meat sector was presented by Benjamin Van 
Doorslaer (DG AGRI). In the next decade, the increase in EU meat exports will be driven by a 
positively oriented world demand. At the same time, EU beef production will decrease but 
at a slower pace than in the last decade. At EU level, total meat consumption per capita will 
go down, while the meat price will be firm, driven by world price developments. 
In the case of pig meat, while Russia will reduce its demand, China will increase its total 
imports, up to a total of two million tonnes. On the EU domestic market, consumption will 
decrease slightly by the end of the period (driven by the decrease in pig meat consumption 
in the EU-15), despite a small recovery in the short run (potentially driven by the increase in 
the EU-N13). As a result, EU production will increase to meet the rise in exports, China 
becoming the main importer on the world market. 
In the case of poultry meat, Saudi Arabia is expected to increase its demand, while Russia 
will reduce imports. Overall, world demand will increase. EU imports will slightly increase 
following the increase in the tariff rate quota (TRQ). In the EU, consumption and production 
of poultry meat are expected to increase.  
Both dairy and suckler cow herds are expected to decrease in the EU, and EU production 
and consumption of beef are expected to decrease but at a slower rate than that up to 
now. Imports will remain stable, as South America is not expected to return strongly to EU 
markets. 
The sheep and goat meat market will be characterised by a decrease in exports, as a result 
of not meeting TRQs dedicated to Oceania. On the consumption and production side, a 
slowdown in the decrease has already been observed and the current level will be 
maintained in the future. 
Overall, EU-28 meat consumption per capita will go down, but with different movements in 
the EU-15 (decrease) and EU-N13 (increase) in the pork market. The competitiveness of the 
meat market will not improve much, as the price gap between the EU and the world will 
remain high. 
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4.2  Presentations and discussion on the outlook for EU meat markets  
Richard Brown (Gira Consultancy & Research) started his presentation with feedback on the 
DG AGRI baseline. The expert’s opinion is that the aggregated EU meat balance is rather 
optimistic, especially for the EU-15. Furthermore, Gira’s view is that world and EU meat 
prices will increase more than those projected in the baseline, especially for beef; as a 
result, EU consumption per capita might not increase as much as assumed. 
While the expert found the pig meat production projection to be too optimistic in view of 
the current import ban and environmental and animal welfare concerns, Gira has a more 
optimistic view on the poultry market. 
In the beef market, the global supply will be tight, despite the increase in the supply of 
Indian buffalo. Overall, the number of cattle could increase, given the excellent maize and 
pasture production in the northern hemisphere. However, the cattle supply remains low, 
with a lot of constraints on land, environment and animal welfare. 
Among the importers, China is a significant importer of beef and the high Chinese price is 
encouraging exporters. 
In the EU, beef prices are going down, although world prices have gone up in the past 2 
years. The US is expected to increase production in the future owing to a reduction in the 
cost of production. Brazil’s increase in production was generated by an increase in 
intensification (e.g. intensive breeding). In the last 5 years, India’s exports of buffalo have 
increased dramatically. 
Nan-Dirk Mulder (Rabobank) presented the Rabobank projection for EU pig meat and 
poultry markets. The macroeconomic assumptions of the model are: similar economic 
conditions as the Directorate General for Agriculture and Rural Development model; no 
significant trade liberalisation; no big disease outbreaks or food safety scandals; no major 
changes in biofuel policy; and an increase in global demand for animal protein. A fast-
growing demand for animal protein is expected, 85–90 % of which is coming from 
emerging countries (mostly from Asia). 
Poultry and pork price changes are mostly feed related. The Directorate General for 
Agriculture and Rural Development price outlook for grains and oilseeds is realistic. For EU 
meat markets, however, Rabobank’s projections are less optimistic: while total meat and 
egg demand will decrease, only poultry meat consumption will increase. 
In the case of the EU pork market, the decline in domestic demand can be compensated by 
increased exports to Asian countries. While the EU pork sector is still competitive in Asian 
markets, the risk of competition with more competitive partners exists. Overall, EU 
production is expected to decline, but growth can be achieved in some northern and eastern 
European countries. 
In the case of poultry, an increase in production of up to 1 % per year is expected, similar to 
that in the Directorate General for Agriculture and Rural Development baseline. The EU is 
less competitive than the US. Within the EU, faster growth is expected in some northern and 
eastern EU countries. 
In conclusion, the pork and poultry sectors are facing several big changes in the future, e.g. 
social concern and a rise in input costs (feed, energy). 
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The discussion of this session concentrated on the changes in meat consumption patterns 
and the competitiveness of the EU meat sector. 
Concerning consumption patterns, pork consumption per capita has decreased and a switch 
towards poultry meat has been observed; as a result, the increase in pork production will go 
to exports. Overall EU meat consumption should go down. The experts believe that price 
sensitivity and ageing of the EU population, rather than a switch to more vegetarianism, 
will be the driver of the reduction in meat consumption.  
Concerning productivity, there is potential to decrease the feed conversion rate in all EU 
meat sectors. In the case of poultry, it is expected to decrease from 1.8 to 1.4–1.5. 
The cost of production for beef remains high in the EU, but coupling is an important 
mechanism to maintain the current herd levels. In addition, experts believe that marketing 
could help producers sell good-quality beef at a price reflecting the cost of production. The 
coupled payments are also important for sheep farms.  
The development of the Ukraine poultry industry, driven by large investments, might be 
considered a threat to EU producers. 
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5 Biofuels: Still a driver of crop demand? 
The latest developments in the biofuel market were discussed in this session. The 
discussions were opened by the presentation of the preliminary baseline results for the 
next decade, followed by experts’ feedback and presentations on world development in this 
sector. 
Experts were asked a question: “Will EU first-generation biofuel use increase from today to 
2020?”. The responses are summarised in the table below: 
YES NO 
11 
33 % 
22 
67 % 
5.1 Prospects for the biofuel market in the EU 2014–2024 
The medium-term prospects for the EU biofuel market were summarised by Koen Dillen 
(DG AGRI). The developments in the EU market are fully policy driven. Biofuel consumption 
is expected to increase slightly. The increase will be for ethanol in the early years, while 
biodiesel consumption will increase only slightly.  
It is assumed that the share of biofuels in transport fuels will reach 7 % by 2020, around 
5 % coming from first-generation biofuel. The gap between that and the 10 % target for 
renewables in transport fuels will be filled by other renewables. The current assumption is 
based on the policy up to 2020; beyond that it is still not decided what the policy will look 
like, but the decreased importance of first-generation biofuels towards reduced greenhouse 
gases is clear from current proposals  
By the end of the outlook period, the total fuel used for transport is expected to decrease 
because of lower emission standards for the European fleet. Growth in domestic ethanol 
production is expected until 2020, based on lower cereal prices. After that, domestic 
production is expected to decrease, following the decline in ethanol use. The increase in 
biodiesel production is based principally on waste oils, as well as on oilseeds (both imported 
and EU production), mainly rapeseed. In the next decade, a further increase in the use of 
waste oil is expected in the production of biodiesel. The proportion of domestic feedstock 
used for biofuel production is not high, with the exception of vegetable oils. 
5.2 Presentations and discussion related to the EU biofuels outlook  
Wyatt Thompson (FAPRI) discussed the biofuel market and the US biofuel mandates. 
Overall, the expert gave positive feedback on the EU biofuel outlook. 
Some questions were raised during his presentation. The reduction in fuel use per capita 
was found too pessimistic in view of the assumed increase in GDP. Considering feedstock 
prices, it has become more profitable to make ethanol. After 2020, the increase in 
profitability should not lead to a decrease in production unless policy interferes. 
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The US is changing the method of setting the mandate in the future. The proposed 
Renewable Fuel Standard (RFS) will lead to decreased targets, and less maize or feedstock 
may be used to make ethanol. Moreover, the new mandate proposal will have variable 
targets, set based on annual production and use of the ethanol. It might lead to fewer 
imports and more exports. However, such new rules are not likely to be adopted prior to the 
mid-term elections in November. 
Concerning the EU, experts from the industry explain that, as the blending rate has not 
increased, fuel ethanol consumption has remained the same since 2010. Further 
introduction of E10 would allow the EU ethanol market to be more market driven, as it is in 
the US. Blenders would have more potential to increase the rate of ethanol in gasoline. At 
the same time, the EU demand for gasoline has decreased and that trend is to continue as 
a result of the increase in the EU diesel fleet at the expense of the gasoline one, owing to 
favourable taxation for diesel. Moreover, for the next decade, the industry projection for the 
demand for ethanol remains flat, while Directorate General for Agriculture and Rural 
Development projection is more optimistic. As a result, the demand for cereals for 
bioenergy could also be flatter than that presented by the Directorate General for 
Agriculture and Rural Development. Consequently, the ethanol net export balance is 
expected to increase more than that projected by the Directorate General for Agriculture 
and Rural Development up to around six million tonnes. At the same time, with less protein-
rich ethanol co-products being produced, the net deficit in protein meals might increase 
with one million tonnes compared with the baseline. 
Currently, only 65–70 % of the EU installed capacity for fuel ethanol production is used, 
owing to lack of competitiveness with other world producers, as the investments were 
made to meet EU targets set in the Renewable Energy Directive (RED). In 2013–2014, the 
installed production capacity increased further (following decisions taken some years ago 
at a time when biofuel production was increasing), but the demand has not increased. Since 
EU biofuel is more expensive, it is not competitive on the international market. 
In conclusion, as the current EU policy is not enforced and there are no targets post 2020, it 
is not sufficient to boost confidence to invest in second-generation biofuel production. A 
separate target for renewables in petrol of a minimum of 7.5 % would be required to 
incentivise the performance of ethanol in the EU for first-generation biofuels, and a binding 
sub-target for advanced biofuels would also be needed. 
The link between the oil and biofuel prices and the biofuel policy in the EU and the US were 
discussed in particular by the participants at this session. Experts considered the influence 
of the oil price on ethanol production to be limited in the EU. The EU demand for ethanol 
comes mostly from policy requirements (mandate), and it is not market driven. Greater 
development of blends such as E10 would be needed to encourage a stronger market for 
ethanol production in the EU. The difference in price evolutions (spread) between the Brent 
oil price and cereal prices is considered more important. 
The double counting rules for biofuel feedstock, which is considered more environmentally 
friendly as it is recycled, were mentioned as affecting the reliability of decisions made by 
stakeholders and therefore the reliability of the projection. The rules could be adjusted to 
avoid such double (or even triple) counting. 
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Some participants in the audience expressed their doubts about the decline in total fossil 
fuel consumption despite GDP growth. The experts answered that policies on carbon dioxide 
emissions and the related gains in efficiency will be the driver of lower fuel consumption 
after 2020.  
Most experts believe that at Member State level the 10 % target will not be reached. Some 
countries may fulfil it through the mandate with biodiesel, if no separate targets are 
introduced. But, in the long run, experts do not assume profits for the EU biofuel sector. 
Moreover, if the current level of demand is maintained, some of the plants might need to 
be closed. EU exports of biofuels are unlikely to be feasible, as US exports are more 
competitive. 
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6 Sugar: The post-quota dimension 
This session was dedicated to the discussion of the preliminary baseline results for sugar 
and the impact of macroeconomic uncertainties in this sector. In addition, some market 
developments were presented from the industry’s and the main world producers’ 
perspective and then discussed. 
Experts were asked a question: “Do you think the gap between the world and the EU price 
of sugar will be larger than EUR 50/t after the quota abolition?”. The responses are 
summarised in the table below: 
YES NO 
11 
48 % 
12 
52 % 
6.1 Prospects for and uncertainties in the sweeteners market in the 
EU 2014–2024  
Koen Dillen (DG AGRI) summarised the medium-term prospects for the EU sugar market, in 
the context of the abolition of sugar quotas at the end of 2017. The EU sugar price is 
expected to drop significantly. The EU production of isoglucose is expected to increase. 
Moreover, the EU could become self-sufficient in sugar over the projection period. 
In the next decade, important changes are expected in the development of prices of white 
sugar owing to the quota abolition. The current gap between the EU and world prices of 
white sugar will diminish, and the EU price decrease could begin before the quota is 
abolished because of some destocking in the EU. A major uncertainty in the sugar market is 
how the change in Brazilian ethanol policy will impact the world price of sugar. 
The sugar beet price is expected to fall following the abolition of the quota. Currently, two 
prices are developing on the market: the price of sugar beet within the Common Market 
Organisation (quota system) and the price of industrial sugar beet. After the abolition of 
the quota, both prices should converge; the industrial sugar beet price is therefore 
supposed to increase, reducing the incentive to produce sugar beet-based ethanol. 
In the sweeteners market, EU isoglucose production is expected to increase, with a sudden 
increase expected after the quota abolition in countries with an abundance of cereals and 
existing starch-producing facilities. It is still uncertain how much isoglucose will be used by 
the industry to replace sugar. 
In conclusion, the EU is expected to become self-sufficient in white sugar. Less white sugar 
will be imported while production will increase slightly.  
Fabien Santini (JRC-IPTS) presented a stochastic analysis on the EU white sugar market. 
One subset in which EU white sugar prices are lower than those in the baseline was 
selected. The macroeconomic conditions that lead to a 10 % lower EU white sugar price are 
characterised by a stronger euro against the US dollar and Brazilian real, and a lower oil 
price. 
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In such a context, the gap between the EU sugar domestic price and the world price 
decreases slightly. A lower world price is followed by increased world consumption of sugar 
and an increase in total world sugar exports. Brazil is the country driving the increase in 
world exports, as most other countries are decreasing their exports. While total world 
imports increase, the reactions of the different importing countries are of different 
magnitudes. The EU-28 will significantly increase imports of sugar owing to their increase 
in consumption, as exports and production will decrease. 
Lower EU sugar prices would have a moderate negative effect on EU isoglucose production. 
Moreover, the proportion of sugar beet used for biofuels would increase slightly. 
6.2 Presentations and discussion related to the EU sugar outlook  
Thordis Moeller (Nordzucker AG) presented an industry view on European sugar market 
developments. The Directorate General for Agriculture and Rural Development baseline was 
found to show realistic development after 2017. At the EU level, consumption is stagnating 
because the market is saturated; low population growth and health concerns may play a 
role. However, global market demand is expected to increase in the future. In the period 
after the quota abolition, according to the Directorate General for Agriculture and Rural 
Development baseline, because less sugar beet is used in biofuel production, more sugar 
will be produced. It is questionable whether or not the cultivated area of sugar beet will 
remain constant, as suggested by the Directorate General for Agriculture and Rural 
Development baseline, unless Member States will opt for voluntary coupled support for 
sugar beet production. 
The world price of sugar is expected to increase, reflecting an increase in the cost of 
production. When the world price increases, the EU-28 could become a net exporter. The 
next period will be characterised by increased price volatility for EU sugar prices too. 
An increase in the production of isoglucose might be expected, especially in the EU-N13 
and if cereal prices maintain their lower trend. However, production is influenced by the 
high transport costs and the ability of sugar processors to switch between sugar and 
isoglucose.  
After 2017, increased sugar production will be achieved in the more competitive Member 
States. However, in the regions less productive for sugar beet, coupled payments might be 
reintroduced, which could support less competitive producers. An increase in EU exports and 
reduction in EU imports can be achieved. However, there are also free trade areas (FTAs) in 
place, which allow potential tariff-free imports to the EU, such as the recent FTA with South 
Africa. 
In conclusion, sugar beet production will continue to be competitive, and low sugar prices 
(e.g. closer to world prices) are unlikely to occur. Given the tariff import protection, it is 
unlikely that the EU sugar industry will be excessively affected by imports. 
Lindsay Jolly (International Sugar Organization) presented the probable implications that 
will arise after 2017 as a result of the reform of the EU Sugar Regime in the EU and in the 
world, particularly in the African, Caribbean and Pacific (ACP) countries. According to an 
International Sugar Organization (ISO) study released in 2014, isoglucose is not a serious 
potential threat as a replacement for sugar after the liberalisation of production in 2017. 
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Isoglucose is produced from grains, especially maize and wheat. As a result, only in those 
countries (e.g. France, Germany and Eastern Europe) that have a grain surplus is isoglucose 
production expected to potentially grow. 
For the EU sugar market post 2017, ISO forecasts higher sugar production, slightly lower 
sugar consumption, significantly lower imports and higher exports. These results are similar 
to the Directorate General for Agriculture and Rural Development baseline ones, the 
difference being only in import and export quantities, which are higher in the ISO forecast. 
ISO assumes higher EU prices and lower world prices than the Directorate General for 
Agriculture and Rural Development does. The ISO forecast is an average of the results from 
two scenarios: one with low world sugar prices and one with high world prices. 
In conclusion, slightly higher EU production and lower imports are expected post 2017. The 
impact of the EU reform will be greater in some least developed countries (LDCs)/ACP 
countries, e.g. in sub-Saharan Africa and South East Asia, with currently a greater of 
concentration of exports towards the EU market. 
The participants discussed the developments in the sugar market after the abolition of the 
quota. Smaller non-EU Member States with a high reliance on sugar, ACP countries and/or 
LDCs in particular, will suffer from changes in trade. However, the UK will continue 
importing raw sugar to feed its refineries. In some EU countries, such as Germany, 
rapeseed will compete with sugar beet. 
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7 Arable crops—cereals and oilseeds: Towards more 
affordable grains 
In recent years, arable crops prices have decreased. This session is dedicated to the 
presentation of a preliminary baseline, the possible uncertainties raised by extreme climatic 
events such as El Niño–La Niña on arable crop production, and different views on the world 
market. 
Experts were asked a question: “If the energy prices increase in the next decade, do you 
believe that grain prices can remain stable?”. The responses are summarised in the table 
below: 
YES NO 
2 
10 % 
18 
90 % 
7.1 Prospects for and uncertainties in the arable crops market in the 
EU 2014–2024  
Ignacio Pérez Domínguez (JRC-IPTS) presented the medium-term prospects for EU arable 
crop markets. In the next decade, the total agricultural area is likely to decrease slightly, the 
share of grassland area remaining unchanged (greening policy assumption). The current 
high production of cereals will continue its trend upwards, as the wheat area and coarse 
grain yields are expected to increase in the medium term. Good prospects are expected for 
both oilseeds and protein crops for feed. 
In the short run, the record production of cereals will lead to lower cereal prices that will 
stabilise over the medium term. Oilseed prices are expected to remain high in the short run 
and will continue to increase until 2020. 
In the case of wheat, EU production will increase slightly; a larger share will go to feed use 
and a lower share will be used in the later years for biofuels. In the case of maize, an 
increase in EU production is expected, with a large share used for feed and an increased 
share used in bioethanol production. EU imports of maize will decrease. Wheat stocks will 
be rebuilt in the projection period, while maize stocks will decrease from their current high 
levels following two bumper crops. Barley production and consumption will remain stable, 
with the production level above consumption. 
A reduction in the imports of oilseeds will slightly improve the EU’s net trade. However, for 
soybeans, the net trade will worsen in the medium term. Most of the protein meal 
consumption will be met by imports. The use of vegetable oils will be driven by the 
reduction in biodiesel demand and a slight decrease in food use. Production of protein crops 
may increase owing to coupled payments gaining in importance and their eligibility for the 
EFA. 
Stefan Niemeyer (JRC-IES) explained the El Niño–La Niña phenomenon (ENSO, El Niño 
Southern Oscillation) and its impact on agriculture. El Niño is characterised by a warm 
oceanic phase with high air surface pressure and high surface water temperatures in the 
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central eastern Pacific, while La Niña is the opposite phase, with lower than average 
surface water temperatures and lower air surface pressure. 
This year, El Niño is expected to develop during October–December and continue into early 
2015. So far, the experts are confident that this year El Niño will be weak, but its duration 
cannot be predicted. Changes in weather patterns, e.g. wetter weather in some parts and 
drier in some others, are expected. However, these effects occur in different months in 
different regions, as explained in the map (Figure 3) below. 
Figure 3: El Niño impacts 
 
Source: Presentation of Stefan Niemeyer (JRC-IES) 
Depending on the crop calendar and its reproductive stage at the time of El Niño, the 
impact on crops and regions will differ. For example, the effect on the yields of soybeans is 
predominantly positive. In South East Asia, rice yields are also differently affected. At the 
world level, higher variability in yields can be expected but no shortages. EU agriculture is 
not affected by this phenomenon. 
In conclusion, the weather patterns of an El Niño–La Niña event are well known, but experts 
are still unable to quantify the effects and their duration. 
Building on the yield impacts described above, Sergio René Araujo-Enciso (JRC-IPTS) 
presented a deterministic scenario based on a strong El Niño event happening in 2015 and 
a strong La Niña in 2016, followed by a weak El Niño and a weak La Niña in 2020 and 
2021, respectively. As the EU is not directly affected by this phenomenon, only changes in 
the yields in North and South America, Australia, China and the Commonwealth of 
Independent States (CIS) countries are assumed. The analysis is limited to three major 
crops: maize, wheat and soybeans. 
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In the case of soybeans, a positive effect is observed in both the US and Brazil during El 
Niño years. During La Niña years, yields in North America are affected negatively, while in 
South America yield is affected positively. Despite some compensation between regions, an 
overall negative effect in terms of production can be observed for coarse grains and wheat 
during El Niño years, whereas a positive impact can be expected for oilseeds. 
Climatic events of this sort can have a lag effect, driven by the expected returns and prices 
that influence production decisions and consumption, buffered partly by counter-cyclical 
stock developments. 
World prices of oilseeds and related products (protein meals, vegetable oils) are more 
affected than those of cereals but in different directions: oilseeds see their world price 
decrease significantly during an El Niño event and increase in the following years, while 
cereals prices generally increase.  
Overall, the impacts of this phenomenon are moderate; there can be a shock on a 2-year 
basis owing to the lag effect, but nonetheless markets recover in the following years. For 
the EU, this effect is indirect, as a result of imports of oilseeds and mainly soybean meal. 
The impact on producers in the meat and dairy industries is very small, the effects being 
diluted in the processing chain. 
7.2 Presentations and discussion related to the EU arable crops 
outlook 
Darren Cooper (IGC) presented the International Grains Council (IGC) 5-year outlook. Since 
July 2014, the IGC daily grains and oilseeds index has gone down; most crop prices have 
decreased owing to high supply levels. For wheat, the price index has gone down by 8 % 
since July owing to the exceptional quantity harvested, but adverse weather meant that the 
wheat sold was of poor quality. A greater decrease in price was observed for maize and 
soybeans on the daily price indices. 
The ending stocks projected for this year are important for maize and soybeans. In the case 
of wheat, the stocks are slightly above last year’s average; US stocks are expected to 
increase. Overall, rice stocks have slightly decreased because of the bad monsoon season 
in India. 
In the coming months, a weak El Niño event is likely to happen in the southern hemisphere, 
which could have a positive effect on soybean production.  
In conclusion, there are small differences between the Directorate General for Agriculture 
and Rural Development and IGC projections for the harvested area of cereals and oilseeds, 
with the exception of maize, for which the IGC projection is more pessimistic than the 
Directorate General for Agriculture and Rural Development one. 
Stefan Schreiber (Cargill Europe) presented the industry perspective on the outlook for 
arable crops. Up to 2018, a downward trend in the prices of arable crops can be observed.  
The cultivated areas of wheat and maize depend on each other, and a switch from wheat 
to maize cultivation is expected in the coming years. Overall, owing to CAP requirements, 
the total cultivated area is expected to decrease. Yields will increase only moderately, 
maize doing better than other cereals. In the EU-15, yields are expected to stagnate, while 
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some increase is expected in the EU-N13. Weather conditions and fertiliser usage will be 
the main drivers of changes in yields in the future. 
The EU has a high dependency on imports of protein meals, which decreased recently 
through the growth of biofuel production in Europe. 
In the last decade, the biofuel policy has strongly influenced production decisions, 
especially in the case of oilseeds. As a result, farmers’ decisions and income will be 
affected by any changes in the biofuel policy post 2020. 
The participants also discussed the possible effects of the changes in arable crop prices on 
production decisions and consumption. Some comments were made on the El Niño 
phenomenon regarding the possible negative impact on the sugar market and on wheat 
and fruit production in southern Europe. Climate change represents an additional 
complication, as it is hard to quantify its impact. Some experts said that it is not evident 
that climate change will have a significant impact on markets in the next 10 years. 
The current record level of harvests triggered a discussion on the issue of storage capacity. 
Experts believe that it is possible to increase the storage capacity for maize; in the case of 
wheat, it is assumed that the EU surplus will be exported. The increase in the Thai 
intervention on rice stocks and the reduction in Chinese imports could lead to a decrease in 
the world price for rice. 
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8 So what’s next? 
As an introduction to the final session on challenges for agricultural markets, Pierluigi 
Londero (DG AGRI) presented a wrap-up on income developments in the Commission’s 
preliminary outlook for agricultural commodity markets. 
The income baseline was derived from subsidy levels, the value of production, the 
intermediate consumption of feed and seed, and depreciation. Additional assumptions were 
needed on the possible evolution of the number of annual working units. After the 
slowdown owing to the economic crisis, the decline in the workforce is expected to continue 
more rapidly. The rate of decline will depend mainly on demographics but also on the 
increase in productivity and the use of machinery. 
In the EU-28, the real income per annual working unit will stabilise over the projected 
period. At the same time, a higher value of production is expected. Among intermediate 
consumption costs, the cost of energy, fertilisers and other costs will increase in particular. 
In conclusion, while the price of crops is expected to stabilise, the cost of production will 
rise, leading to questions on the sustainability of such a situation. 
A panel discussion followed led by Chris Horseman (Informa Agra), with Jonathan Brooks 
(OECD), Seth Meyer (USDA) and Tassos Haniotis (DG AGRI). Participants in the workshop 
were asked to answer to the question: “What struck you most in market developments over 
the last 2 years?”. The following answers were given: 
 the increase in trade by BRIC countries; 
 the price volatility (mainly increases) of agricultural commodities; 
 the high prices in the dairy market; 
 the increase in milk production; 
 the recurrence of the 2008 price spike in 2012; 
 no progress being made in trade agreements; 
 the impact of energy (oil) prices on agricultural markets; 
 the changes to the CAP with “no quota” . 
The discussion started around anticipated price levels for crops. Despite the recent 
decrease in crop prices, prices remain higher than they were in the early 2000s. The experts 
discussed whether this recent decrease could be seen simply as a return to normal prices or 
as a transition into a new period of prices that are lower in the long run and closer to the 
costs of production (putting a strong squeeze on margins). 
The participants discussed whether or not this recent evolution reflects a change in 
paradigm compared with the 2007 change from a low-food-price economy to a high-food-
price economy. Commodities other than agricultural ones are also affected by the 
downward trend in prices. 
Another issue raised was whether or not cereal prices would remain relatively stable while 
the price of energy and fertiliser would keep on increasing. Land prices have also increased 
owing to an increase in urbanisation.  
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On the impact of environmental constraints and policies on agricultural markets, the 
participants concluded that there might be pressure on natural resources, i.e. sustainable 
use of water resources and land erosion, in some countries. However, some of these 
pressures can be compensated by increased imports. In addition, more investment can be 
shifted towards innovation and increasing productivity to address such constraints. 
Another topic of discussion was the potential emerging players on the world market. Some 
Asian countries have increased their imports. India has become an important exporter of 
meat. However, there is a trend towards adopting self-sufficiency policies in certain 
countries, for example Indonesia. African countries have also improved and still have a lot 
of potential to increase both their production, with the help of investment, and their 
consumption (therefore also their imports). 
As a wrap-up, Tassos Haniotis (DG AGRI) thanked the participants and announced that the 
outcome of all the sessions of the workshop will allow the European Commission’s services 
to improve their baseline and finalise the report “Prospects for Agricultural Markets and 
Income in the EU 2014–2024”. This report will be presented on 5 December 2014 to a 
large audience at a specific conference in Brussels.  
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